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RECENT IMPORTANT DECISIONS 161 

Foreign Corporations— Business in Other States — License — Purpose 
of Incorporation — Evasion op State Laws. — A Missouri statute provides 
that "the Secretary of State shall not license any foreign corporation to do 
business in Missouri when it shall appear that such corporation was organized 
under the laws of a foreign state by citizens and residents of Missouri for 
the purpose of avoiding the laws of this state." A building corporation was 
organized in New Jersey for a purpose not contrary to the public policy of the 
state of Missouri. All but one of the shares of stock were subscribed for by 
citizens of Missouri and the property and business of the corporation were 
mainly located in that state. The plaintiff tendered to the Secretary of State 
of Missouri a certified copy of its articles of incorporation duly authenticated 
by the proper authorities of New Jersey and in addition thereto, all the 
sworn statements required by the laws of Missouri. The license was refused. 
Held, that the facts were insufficient to establish that the corporation was 
formed in New Jersey for the purpose of evading the laws of Missouri. 
Mandamus issued. State ex rel. Brown Contracting and Building Co. v. 
Cook, Secretary of State (1904), — Mo. — , 80 S. W. Rep. 929. 

This well considered decision is in line with the opinion of most courts 
and thoroughly reviews the legal history of tramp corporations. See also 
Clark & Marshall on Private Corporations, § 838; Cook on Corporations, 
§237-240; Lancaster v. Amsterdam Improvement Co., 140 N. Y. 576, 35 N. E. 
Rep. 964, 24 L. R. A. 322 ; Cincinnati Second Nat. Bank v. Lovell, 2 Cin. Sup. 
Ct. Rep. 397. There are two well defined classes of tramp corporations whose 
admission the rule of comity does not require: (1) Where the state creating 
the corporation will not permit it to do business within its own boundaries. 
Railway Co. v. Board, 6 Kan. 245; (2) Corporations organized abroad in 
evasion or fraud of the laws or policy of the state where the corporation does 
business or of the state where the corporation is organized. See note in 24 
L. R. A. 291 ; Hill v. Beach, 12 N. J. Eq. 31. The Missouri case does not fall 
within either class. The mere fact that citizens of a state go into another 
state to incorporate and come back home to conduct business is not a badge 
of fraud. To hold otherwise would be to discriminate in favor of citizens of 
a foreign state. Am. & Eng. Enc. of Law, 2d Ed., Vol. 13, p. 486. On the 
subject of "tramp corporations" an interesting article appears in the Ameri- 
can Lawyer, Vol XI, p. 13 (1903). 

Fraud — Doctrine of Reasonable Inquiry. — The defendant, falsely rep- 
resenting that it was the owner of a newly invented machine, by the use of 
which matches could be manufactured at one-fifth the cost and five times as 
rapidly as by any other known means; that the machine would do the entire 
work of making the matches ; that it would place them in boxes, wrap the 
boxes into packages, pack them ready for shipment, print advertising matter 
on the boxes and, if desired, on each match ; induced the plaintiff to contract 
for the purchase of shares of its stock. In a suit to rescind the contract and 
recover money paid under it, Held, that as the representations were made 
concerning a complicated machine, the plaintiff was not bound to make inquiry 
as to their truth or falsity and was entitled to the relief prayed for. Mul- 



